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COMMENTS 
INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Montana 
Advisory  Council  For  Vocational  Education  for  the  two  fiscal  years 
ended  June  30,  1981.  The  objectives  of  the  audit  were  to:  (1) 
determine  if  the  council's  financial  statements  present  fairly  its 
financial  position  on  June  30,  1981  and  the  results  of  operations 
for  the  two  fiscal  years  then  ended,  (2)  determine  if  the  council 
complied  with  significant  applicable  laws  and  regulations,  and  (3) 
make  recommendations  for  improvement  in  management  and  internal 
controls. 
BACKGROUND 

The  Montana  Advisory  Council  for  Vocational  Education  is  a 
federally  funded  agency  formed  under  the  statutory  authority 
contained  in  section  2-15-122,  MCA.  The  council  was  created  in 
1969  pursuant  to  federal  law  20  U.S.C.A.,  section  1244,  which 
requires  each  state  to  establish  a  state  advisory  council  in  order 
to  receive  federal  vocational  education  funds.  The  council  func- 
tions in  an  advisory  capacity  to  the  Office  of  the  Superintendent 
of  Public  Instruction  on  vocational  education  matters.  Its  purpose 
is  to  ensure  that  vocational  programs,  services,  and  activities  in 
Montana  are  functioning  efficiently  and  are  available  to  all  persons 
who  need  and  can   benefit  from  them. 

At  June  30,  1981  the  council  had  27  members.  The  council 
members  represent  various  occupations,  backgrounds,  and  geo- 
graphic locations  in  the  state.  The  diversity  of  membership  is  a 
federal  requirement  to  facilitate  input  from  all  sectors  of  Montana's 
citizens. 
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Under  federal  guidelines,  the  council  serves  as  advisor  to  the 
"sole  state  agency  or  board"  responsible  for  vocational  education. 
As  of  July  1,  1979,  the  1979  Legislature  designated  the  Office  of 
Public   Instruction  as  the  agency  to  serve  in  this  capacity. 

The  major  responsibilities  of  the  council  as  revised  by  Public 
Law  94-482,    "Education   Amendments  of  1976"   are: 


1.  To  advise  the  sole  state  agency  (a)  in  the  development 
of  the  five-year  State  Plan  for  Vocational  Education  and 
the  annual  program  and  (b)  on  policy  matters  arising  out 
of  the  administration  of  these  plans  and   reports; 

2.  To  evaluate  vocational  education  programs,  services,  and 
activities    and    publish    and    distribute  the  results  thereof; 

3.  To  assist  the  sole  state  agency  in  developing  plans  for 
evaluations  of  vocational  education  and  to  monitor  these 
evaluations; 

4.  To  prepare  and  submit  through  the  sole  state  agency  to 
the  U.S.  Commissioner  of  Education  and  to  the  National 
Advisory  Council   an  annual   evaluation   report; 

5.  To  consult  with  the  State  Manpower  Services  Council, 
and  identify  vocational  education  and  employment  and 
training  needs  of  the  state  and  assess  the  extent  to 
which  vocational  education,  employment  training,  voca- 
tional rehabilitation,  special  education,  and  other  pro- 
grams assisted  under  P.L.  94-482  and  related  Acts 
represent  a  consistent,  integrated,  and  coordinated 
approach; 

6.  To  comment  at  least  annually  on  the  reports  of  the  State 
Manpower  Services   Council;    and 

7.  To  provide  technical   assistance  to  eligible  vocational   fund 
recipients  and   local   advisory  councils  as  may  be  requested 
by   the    recipients   to   establish    and   operate  local   advisory 
councils. 


The    council    employs    two    staff   members    to   assist   in    carrying 
out  these   responsibilities. 


FEDERAL   COMPLIANCE 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
audit  requirements  in  the  U.S.  Office  of  Management  and  Budget, 
Circular  A-102,  Attachment  P.  We  found  the  council  in  substantial 
compliance  with  the  terms  of  agreements  and  those  provisions  of 
federal  law  and  regulations  that  could  have  a  material  effect  on  the 
financial  statements.  Our  tests  for  the  allowability  of  charges  to 
federal  grants  were  performed  on  a  sample  of  expenditures.  None 
of  the  items  tested  were  questioned  costs.  Nothing  came  to  our 
attention     indicating     possible     noncompliance    in     items    not    tested. 

The  following   noncompliance  points  were  noted: 


1.  Federal  rules  and  regulations  require  state  advisory 
councils  to  submit  an  annual  evaluation  report,  and  a 
financial  status  report  within  90  days  after  the  end  of 
the  federal  fiscal  year.  As  of  our  opinion  date 
(February  4,  1982)  neither  of  the  above  reports  have 
been   submitted. 

2.  Federal  regulations  establish  20  categories  to  be  repre- 
sented by  at  least  20  council  members.  The  Superinten- 
dent of  Public  Instruction  is  responsible  for  the  appoint- 
ment of  council  members.  When  council  members  resign 
subsequent  to  appointment  they  should  be  replaced  by 
an  individual  qualified  to  represent  the  vacant  category. 
Currently,  resigned  council  members  are  not  replaced 
until  the  end  of  the  fiscal  year.  For  example,  one 
council  member  resigned  in  September  1981  and  another 
in  October  1981  -  the  two  categories  will  be  unrepre- 
sented  until   July   1982. 


RECOMMENDATION   #1 

A.  WE  RECOMMEND  THE  COUNCIL  SUBMIT  REQUIRED 
REPORTS   ON    A   TIMELY    BASIS. 

B.  WE  RECOMMEND  THE  SUPERINTENDENT  OF  PUBLIC 
INSTRUCTION  APPOINT  REPLACEMENT  COUNCIL 
MEMBERS   ON   A   TIMELY    BASIS. 


ACCRUALS   AND   DEFERRALS   OF    REVENUE 

The  advisory  council  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
revenues  are  recorded  when  received  in  cash  unless  susceptible  to 
accrual  or  deferral. 

Revenues  are  susceptible  to  accrual  if  they  are  measurable 
and  available  to  finance  expenditures  of  the  fiscal  period  or  are 
not  received  at  the  normal  time  of  receipt.  Revenues  are  deferred 
if  material  and  received  before  the  "normal"  time  of  receipt,  or  if 
received  for  a  particular  activity  and  the  expense  for  the  activity 
has  not  been   incurred   prior  to  fiscal   year-end. 

The  advisory  council  recorded  revenue  when  received  in  cash 
and  did  not  adjust  SBAS  at  year-end  for  accruals  or  deferrals. 
This  resulted  in  an  overstatement  of  revenue  recorded  on  SBAS  of 
$32,209  in  fiscal  year  1980-81  and  an  understatement  of  $11,426  in 
fiscal  year  1979-80.  The  financial  statements  have  been  adjusted 
to  properly  present  revenue  for  each  year. 

RECOMMENDATION   #2 

WE    RECOMMEND   THE   ADVISORY   COUNCIL    PROPERLY    RECORD 

REVENUE   ACCRUALS   AND    DEFERRALS. 

PRIOR    REPORT    RECOMMENDATIONS 

The  fiscal  year  1978-79  audit  of  the  Advisory  Council  for 
Vocational  Education  was  conducted  by  our  office.  The  report 
contained  one  recommendation.  The  council  concurred  with  and 
implemented  that  recommendation. 


INTERNAL   CONTROL    REVIEW 

We  have  examined  the  financial  statements  of  the  Montana 
Advisory  Council  for  Vocational  Education  for  the  two  fiscal  years 
ended  June  30,  1981,  and  have  issued  our  report  thereon  dated 
February  4,  1982.  As  part  of  our  examination,  we  made  a  study 
and  evaluation  of  the  system  of  internal  accounting  control  of  the 
Montana  Advisory  Council  for  Vocational  Education  to  the  extent  we 
considered  necessary  to  evaluate  the  system  as  required  by  generally 
accepted  auditing  standards  and  the  standards  for  financial  and 
compliance  audits  contained  in  the  U.S.  General  Accounting  Office 
Standards  for  Audit  of  Governmental  Organizations,  Programs, 
Activities,  and  Functions.  For  the  purpose  of  this  report,  we 
have  classified  the  significant  internal  accounting  controls  in  the 
following  categories:  revenue,  payroll,  expenditures,  cash,  and 
plant,  property,  and  equipment.  Our  study  included  ail  of  the 
control  categories  listed  above.  The  purpose  of  our  study  and 
evaluation  was  to  determine  the  nature,  timing,  and  extent  of  the 
auditing  procedures  necessary  for  expressing  an  opinion  on  the 
council's  financial  statements.  Our  study  and  evaluation  was  more 
limited  than  would  be  necessary  to  express  an  opinion  on  the 
system  of  internal  accounting  control  taken  as  a  whole  or  on  any 
of  the  categories  of  controls   identified  above. 

The  management  of  the  Montana  Advisory  Council  for  Vocational 
Education    is    responsible   for   establishing   and   maintaining    a   system 
of    internal    accounting    control.       In    fulfilling    this    responsibility, 
estimates   and   judgments   by   management  are  required  to  assess  the 
expected    benefits    and    related    costs    of    control    procedures.      The 


objectives  of  a  system  are  to  provide  management  with  reasonable, 
but  not  absolute,  assurance  that  assets  are  safeguarded  against 
loss  from  unauthorized  use  or  disposition,  and  that  transactions 
are  executed  in  accordance  with  management's  authorization  and 
recorded  properly  to  permit  the  preparation  of  financial  statements 
in  accordance  with  generally  accepted  accounting  principles. 

Because  of  inherent  limitations  in  any  system  of  internal 
accounting  control,  errors  or  irregularities  may  occur  and  not  be 
detected.  Also,  projection  of  any  evaluation  of  the  system  to 
future  periods  is  subject  to  the  risk  that  procedures  may  become 
inadequate  because  of  changes  in  conditions  or  that  the  degree  of 
compliance  with  the  procedures  may  deteriorate. 

Our  study  and  evaluation  made  for  the  limited  purpose  described 
in  the  first  paragraph  would  not  necessarily  disclose  all  material 
weaknesses  in  the  system.  Accordingly,  we  do  not  express  an 
opinion  on  the  system  of  internal  accounting  control  of  the  Montana 
Advisory  Council  for  Vocational  Education  taken  as  a  whole  or  on 
any  of  the  categories  identified  in  the  first  paragraph.  However, 
our  study  and  evaluation  disclosed  no  conditions  that  we  believe  to 
be  a  material   weakness. 

The  preceding  four  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  acceptance  by 
the     Legislative     Audit    Committee,     is    a    matter    of    public    record. 
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To  the   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  balance  sheet  of  the  Montana  Advisory 
Council  for  Vocational  Education  as  of  June  30,  1981  and  the 
related  Combined  Statements  of  Revenues,  Expenditures,  and 
Changes  in  Fund  Balance  -  Budget  and  Actual  for  the  two  fiscal 
years  then  ended.  Our  examination  was  made  in  accordance  with 
generally  accepted  governmental  auditing  standards  for  financial 
and  compliance  audits  and,  accordingly,  included  such  tests  of 
accounting  records  and  such  other  auditing  procedures  as  we 
considered   necessary   in   the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  the  Advisory  Council  for 
Vocational  Education  as  of  June  30,  1981  and  the  results  of  its 
operations  and  changes  in  fund  balance  for  the  two  fiscal  years 
then  ended  in  conformity  with  generally  accepted  accounting  prin- 
ciples applied  on  a  consistent  basis. 


espectfully  submitted. 


February  4,    1982 

Approved   by 

Robert  R.    Ringivood 
Legislative  Auo/tor 


xfublty 


James   H.    Gillett,    CPA 
Principal   Audit  Manager 
Financial/Compliance  &  Contract  Audits 


ADVISORY  COUNCIL  FOR  VOCATIONAL  EDUCATION 
COMBINED  BALANCE  SHEET 
ALL  FUNDS  AND  ACCOUNT  GROUPS 
JUNE  30,  1981 


General 
Special         Fixed  Assets 
Revenue  Fund     Account  Group 

ASSETS 

Cash  in  Treasury  $44,501 

Accounts  Receivable  -  FYE  Cash  Cutoff             320 

Expense  Advance  to  Employees  235 

Office  Equipment  $2,808 

Total  Assets  $45,056            $2,808 


LIABILITIES 

Accounts  Payable  -  FYE  Cash  Cutoff  $12,546 

Accrued  Expenditures  191 

Deferred  Revenue  32  ,319 

Total  Liabilities  45,056 

FUND  EQUITY 
Investments  in  General  Fixed  Assets  2,808 

Fund  Balance  -0- 


Total  Liabilities  and  Fund  Equity  $45,056  $2,808 


The  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  state- 
ment. 


ADVISORY  COUNCIL  FOR  VOCATIONAL  EDUCATION 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL  -  ALL  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1981 


GOVERNMENTAL  FUND  TYPE 


ADDITIONS: 
Revenue 

TOTAL  ADDITIONS 

DEDUCTIONS: 
Expenditures 

TOTAL  DEDUCTIONS 

EXCESS  OF  CURRENT  REVENUE 
OVER  CURRENT  EXPENDITURES 

FUND  BALANCE  -  JULY  1,  1980 

FUND  BALANCE  -  JUNE  30,  1981 


Special 
Revenue  Fund 

Budget 

Actual 

Vara  ance 
Favorable 
(Unfavorable) 

$117,616 
117,616 

$85,166 
85,166 

$(32,450) 
(32,450) 

117,616 
117,616 

85,166 
85,166 

32,450 
32,450 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

$   -0- 

$  -0- 

$   -0- 

The  Notes  to  the  Financial  Statements  are  an  integral  part  of  this 
statement. 


ADVISORY  COUNCIL  FOR  VOCATIONAL  EDUCATION 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL  -  ALL  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  198"0 


GOVERNMENTAL  FUND  TYPE 


ADDITIONS: 
Revenue 

TOTAL  ADDITIONS 

DEDUCTIONS : 
Expenditures 

TOTAL  DEDUCTIONS 


Special 
Revenue  Fund 

Budget 

Actual 

Variance 
Favorable 
(Unfavorable) 

$108,250 
108,250 

$81,408 
81,408 

$(26,842) 
(26,842) 

108,250 
108,250 

81,408 
81,408 

26,842 
26,842 

EXCESS  OF  CURRENT  REVENUE 
OVER  CURRENT  EXPENDITURES 


-0- 


-0- 


OTHER  FINANCING  SOURCES  (USES) 
Prior  Year  Revenue  Adjustments 
Prior  Year  Expenditure  Adjustments 
Total  Other  Financing  Sources 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 


79 
(79) 


■0- 


-0- 


79 
(79) 


-0- 


■0- 


FUND  BALANCE  -  JULY  1,  1979 
ADJUSTMENT  FOR  PRIOR  YEAR  ERROR 
ADJUSTED  FUND  BALANCE  -  JULY  1,  1979 

FUND  BALANCE  -  JUNE  30,  1980 


11,536 
(11,536) 
-0- 

$    -0- 


11,536 
(11,536) 
-0- 

$  -0- 


-0- 


$    -0- 


The  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  statement. 
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ADVISORY   COUNCIL    FOR    VOCATIONAL    EDUCATION 

NOTES   TO   THE    FINANCIAL   STATEMENTS 

FISCAL   YEARS    ENDED   JUNE   30,    1980   AND   1981 

1.  SUMMARY   OF   SIGNIFICANT   ACCOUNTING    POLICIES 

The  preceding  financial  statements  were  prepared  from  the 
Statewide  Budgeting  and  Accounting  System  (SBAS)  except  for  the 
General  Fixed  Assets  Account  Group  Balance  Sheet  which  was 
prepared  from  the  agency's  manual   records. 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
revenues  are  recorded  when  received  in  cash  unless  susceptible  to 
accrual  or  deferral,  and  expenditures  are  recorded  when  a  valid 
obligation   is   incurred. 

Revenues  are  susceptible  to  accrual  if  they  are  measurable 
and  available  to  finance  expenditures  of  the  fiscal  period  or  are 
not  received  at  the  normal  time  of  receipt.  Revenues  are  deferred 
if  material  and  received  before  the  "normal"  time  of  receipt,  or  if 
received  for  a  particular  activity  and  the  expense  for  the  activity 
has   not   been    incurred   prior  to  fiscal    year-end. 

2.  FUND   TYPES 

The  state  of  Montana  accounts  are  organized  utilizing  a  fund 
structure  outlined  in  section  17-2-102,  MCA.  For  financial  repre- 
sentation, these  funds  have  been  additionally  classified  according 
to  the  recommended  format  established  by  the  National  Council  on 
Governmental    Accounting    (NCGA). 
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--Governmental    Fund   Types 

Special  Revenue  Fund  -  to  account  for  the  proceeds  of  specific 
revenue  sources  that  are  restricted  to  expenditures  for  specified 
purposes.  Revenue  from  other  governmental  entities  in  the  form 
of  grants  and  reimbursements  are  restricted  to  expenditures  for 
specified  purposes.  These  revenues  are  recorded  in  the  Federal 
and   Private   Revenue   Fund. 

3.  PENSION    PLAN 

During  the  audit  period,  the  council  employees  participated  in 
two  retirement  plans,  the  Public  Employees'  Retirement  System 
(PERS)  and  the  Teachers'  Retirement  System  (TRS).  Both  plans 
are  contributory.  The  council's  contribution  to  the  plans  for  the 
year  ended  June  30,  1980  was  $1,913  and  $3,000  for  the  year 
ended  June  30,  1981.  Currently  both  employees  participate  in 
PERS.  At  June  30,  1980  and  June  30,  1979,  respectively,  PERS 
and  TRS  were  actuarially  sound.  The  unfunded  past  service  costs 
and  the  actuarially  computed  value  of  the  vested  benefits  are  not 
readily  available  for  members  of  the  plans  employed   by  the  agency. 

4.  INSURANCE 

The  department  is  insured  by  the  state  of  Montana's  self- 
insurance    plan    administered    by   the    Department   of   Administration. 

5.  VACATION    AND   SICK    LEAVE 

The     council's    employees    accrue    vacation    and    sick    leave    in 
accordance  with   state  law.      In  the  event  of  termination,   an  employee 
is   paid  for  100  percent  of  accumulated  vacation   leave  and  25  percent 
of    accumulated    sick    leave.       Accumulated    vacation    and    sick    leave 


12 


monetary   liability  is   not  calculated   until   an  employee  terminates  and 
is  not  readily  determinable  at  June  30,    1981. 
6.      METHOD   OF   VALUING   ASSETS 

The  council   records   its  office  equipment  at  cost. 
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ADVISORY  COUNCIL  FOR  VOCATIONAL  EDUCATION 
SCHEDULE  OF  FEDERAL  GRANTS 
FISCAL  YEARS  ENDING  JUNE  30,  1980  AND  1981 

Federal  Grantor  Agency:   United  States  Department  of  Education 

Amount 
Fiscal  Year  1979-80  Grant  $93,500 


Fiscal  Year  1979-80  Grant  Received  in 
Fiscal  Year  1979-80  70,125 

Fiscal  Year  1979-80  Grant  Received  in 
Fiscal  Year  1980-81  23,375 

Total  Fiscal  Year  1979-80  Grant  Received  $93,500 


Fiscal  Year  1980-81  Grant  $94,000 


Fiscal  Year  1980-81  Grant  Received  in 
Fiscal  year  1980-81  $94,000 


The  receipts  on  this  schedule  represent  cash  receipts  rather  than 
revenues  earned  for  the  federal  grant.   Grant  expenditures  are  re- 
ported in  the  Primary  Financial  Statements. 
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AGENCY    REPLIES 


MONTANA  ADVISORY  COUNCIL 
FOR  VOCATIONAL  EDUCATION 


Mary  Thoman,  Ph.[_^. 
Executive  Director 


May   7,    1982 


Robert  R.    Ringwood 
Legislative  Auditor 
State  Capitol 
Helena,    MT      59620 

Dear   Mr.    Ringwood: 

The  Executive  Committee   of    the  Montana  Advisory  Council   for   Vocational  Education 
has   received  and   reviewed   the    "Report   on   Examination   of   Financial   Statements" 
for    the    two   fiscal  years   ended  June    30,    1981. 

The  Council   concurs  with  Recommendation    1.      Every   effort    shall  be  made   to    submit 
the  annual    reports  by   the  January    1    deadline.      The  Council    shall   continue   to 
notify    the   Superintendent   of   Public    Instruction  of   Council   vacancies  and  encourage 
the    timely   replacement   of    those    individuals. 

The  Council   concurs  with  Recommendation    2.      This   procedure   for   recording  revenue 
accruals  and   deferrals   represents  a   recent   state   procedure   for   handling  federal 
forward-funded  programs.      The  Council   staff   maintains  close   communication  with 
the   state  accounting  department   to  ensure   proper  accounting  of   Council   funds. 

Thank  you  for  conducting  the  audit  and  for   the   helpful  assistance   Steve  Johnson 
and  Wayne   Kedish  provided   the  Council   staff. 

Sincerely, 

P 


^^..3^;:^^^/^. 


GEORGE   MCCALLUM 
Cha  irman 

MT:GM:gs 


Execiitiv 'Manaiiemfrit  BIdg.,  1228  11th  Avenun  •  Helena,  Montana  59620         •  Phone  (4061449-2964 
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OFFICE  OF  PUBLIC  INSTRUCTION 

STATE  CAPITOL 

HKLENA,  MONTANA  59620 

(406)  449-3095 


Ed  Argenbright 
Superintendent 


April   30,    1982 


RPOPIVFD 


Mr.  Robert  R.  Ringwood 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana  59620 

Dear  Mr .  Ringwood : 

This  is  to  acknowledge  receipt  of  your  correspondence  issued 
April  26,  1982,  relative  to  the  audit  of  the  Montana  Advisory 
Council  for  Vocational  Education. 

Our  response  will  be  confined  to  recommendation  "B"  which  states: 

We  (auditors)  recommend  the  Superintendent  of  Public 
Instruction  appoint  replacement  council  members  on 
a  timely  basis. 

The  Department  of  Vocational  Education  Services  concurs  with  the 
recommendation.   Discussion  with  the  State  Superintendent  will 
result  in  appointing  persons  to  vacancies  in  the  immediate  future, 

Sincejrely, 

7    -,     

GENE  R.  CHRISTIAANSEN 

Assistant  Superintendent 

Department  of  Vocational  Education  Services 


hd 


cc :   E.  Argenbright 
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Affirmative  Action  —  EEC  Employer 


